
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 
* * * * 

In the Matter of: 

CASE NO. 9291 MARTIN GAS, INC., FOR AN 1 
ADJUSTMENT OF RATES 1 

O R D E R  

On March 31, 1985, Martin Gas, Inc.r ("Martin") filed an 

application with the Public Service Commission ( "Commission" 1 

seeking $32,301 in additional annual revenues. Martin cited the 

poor condition of its p l a n t  which is requiring additional revenues 

to effect  repairs to  the system to reduce excessive line loss. 

The Commission conducted an investigation and a hearing into the 

reasonableness of the proposed increase with the Attorney General 

of t h e  Commonwealth of Kentucky, through its U t i l i t y  and Rate 

Intervention Division and the City of Martin, Kentucky, interven- 

ing in the matter. On December 20, 1985, the Commission issued an 

Order granting additional revenues of $15,306 annually. 

On January 1 4 ,  1986, Martin f i l e d  an application for 

rehearing or reconsideration seeking the Commission*s review of 

its disallowance of Martin's proposed adjustment of $15,500 for 

repairs and maintenance to reduce excessive line loss.  Martin 

also sought reconsideration of the Commission's Order requiring 

Martin to escrow funds collected from the cost recovery of line 

loss in excess  of t h e  5 percent allowable for typical rate-making 

purposes. 



The  C o m m i s s i o n ' s  i n t e n t  i n  r e q u i r i n g  t h e  f u n d s  from 

e x c e s s i v e  l i n e  loss cost r e c o v e r y  to be p l a c e d  i n  escrow was t o  

p r o v i d e  a d e q u a t e  a c c o u n t a b i l i t y  of these f u n d s .  I n  r e v i e w ,  

however ,  it appears t h a t  t h e  r e q u i r e m e n t s  o f  a m o n t h l y  report and 

t h e  c r e d i t i n g  of t h e s e  f u n d s  to  customers' a d v a n c e s  f o r  c o n s t r u c -  

t i o n  as  d e s c r i b e d  by t h e  C o m m i s s i o n ' s  O r d e r  of December 2 0 ,  1985, 

p r o v i d e s  adequate a c c o u n t a b i l i t y  of cost r e c o v e r y  of e x c e s s i v e  

l i n e  loss. 

I t  its O r d e r  of December 20 ,  1985, t h e  Commission d e n i e d  

Martin's proposed a d j u s t m e n t  of $15,500 a n n u a l l y  f o r  m a i n t e n a n c e  

and  repa i rs  on  t h e  b a s i s  t h a t  t h e  a d j u s t m e n t  l a c k e d  s u f f i c i e n t  

detailed support  and l a c k e d  a n y  cost  of s e r v i c e  b e n e f i t  which 

s h o u l d  r e s u l t  f rom t h e  $ 1 5 , 5 0 0  i n c r e a s e  i n  a n n u a l  e x p e n d i t u r e s  for 

repairs and m a i n t e n a n c e .  In i t a  a p p l i c a t i o n  M a r t i n  cited several 

places in t h e  e v i d e n c e  of r e c o r d  where  i t  felt t h a t  t h e  need for 

t h e  Sl5,SOO a n n u a l  e x p e n d i t u r e  for r epa i r s  and maintenance was 

adequately documen ted .  M a r t i n  f u r t h e r  s t a t e d ,  ". . . M a r t i n ' s  

u n a c c o u n t e d - f o r - g a s  percentage w i l l  b e  r e d u c e d . .  .". I t  i s  

p r i m a r i l y  the u n q u a n t i f i e d  and  undocumented  b e n e f i t  arising from 

t h e  increase i n  r epa i r s  and m a i n t e n a n c e  which was t h e  basis for 

t h e  Commiss ion ' s  d e n i a l  of the 115,500 i n  a d d i t i o n a l  a n n u a l  

revenues. 

N o n e t h e l e s s ,  the Commission is aware of the condition of 

M a r t i n ' s  u t i l i t y  p l a n t  i n  service and  is a w a r e  t h a t  M a r t i n  is 

c u r r e n t l y  in r e c e i v e r s h i p .  T h e r e f o r e ,  t h e  Commiss ion  is  of t h e  

o p i n i o n  t h a t  M a r t i n  s h o u l d  be g r a n t e d  $15,500 i n  a n n u a l  r e v e n u e s  

to  e f f e c t  r epa i r s  to  i t s  s y s t e m  to reduce e x c e s s i v e  l i n e  loss. 
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H o w e v e r ,  t h e  Commiss ion  is f u r t h e r  of t h e  o p i n i o n  that 

c e r t a i n  a c c o u n t i n g  a n d  e n g i n e e r i n g  m o n i t o r i n g  is necessary t o  

ensure t h a t  t h e  b e n e f i t s  a r i s i n g  from the increase i n  r epa i r s  a n d  

m a i n t e n a n c e  expense will accrue to  t h e  r a t e p a y e r s .  T h e  Commission 

i s  c u r r e n t l y  developing spec i f ic  p l a n s  f o r  t h e  use of these 

proceeds i n  t h e  system improvements. A further Order w i l l  f o l l o w  

w h i c h  will addres s  t h e  e x a c t  u s e  of t h e  proceeds. 

The Commission is o f  t h e  o p i n i o n  t h a t  t h e  a d d i t i o n a l  a n n u a l  

revenues of $15,500 should be billed to each of Martin's customers 

as a m o n t h l y  surcharge c l e a r l y  i d e n t i f i e d  as a temporary s u r c h a r g e  

t o  reduce l i n e  loss. The s u r c h a r g e  collected m u s t  be deposited in 

a separate  escrow a c c o u n t  u n t i l  such time as p l a n s  t o  r e d u c e  

excessive line loss are  f i n a l i z e d  a n d  a f u r t h e r  Order is i s s u e d .  

T h e  s u r c h a r g e s  collected shall be a c c o u n t e d  for i n  A c c o u n t  128, 

Other Special F u n d s ,  and these s u r c h a r g e s  shall be a c c o u n t e d  for  

as C u s t o m e r  Advances  for  C o n s t r u c t i o n  i n  Account 252 and not as a 

r e v e n u e .  The  s u r c h a r g e  s h a l l  c o n t i n u e  for n o  l o n g e r  t h a n  1 2  

m o n t h s  from t h e  d a t e  of t h i s  Order and n o  monies s h a l l  be e x p e n d e d  

from the  escrowed s u r c h a r g e  u n t i l  a u t h o r i z e d  by t h e  Commission i n  

the s u b s e q u e n t  Order. The Commission is f u r t h e r  of the o p i n i o n  

that Martin s h a l l  f i l e  monthly reports of the amount  of s u r c h a r g e  

billed, collected a n d  deposited i n  escrow. 

FINDINGS AND ORDERS 

The Commiss ion ,  a f t e r  e x a m i n i n g  t h e  e v i d e n c e  of record, is 

of t h e  o p i n i o n  a n d  f i n d s  t h a t :  

1. A h e a r i n g  i n  t h i s  matter is n o t  n e c e s s a r y .  
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2. The r e q u i r e m e n t  of p l a c i n g  f u n d s  collected from 

excessive l i n e  loss cost  r e c o v e r y  i n  escrow a s  s ta ted  i n  t h e  Order  

e n t e r e d  December 2 0 ,  1 9 8 5 ,  is u n n e c e s s a r y  a n d  s h o u l d  be amended.  

3. A d d i t i o n a l  r e v e n u e  of $ 1 5 , 5 0 0  o n  a n  a n n u a l  b a s i s  f o r  a 

l-year period for repa i rs  a n d  m a i n t e n a n c e  is n e c e s s a r y  t o  r e d u c e  

e x c e s s i v e  l i n e  loss. 

4 .  T h e  a d d i t i o n a l  r e v e n u e s  of $ 1 5 , 5 0 0  a n n u a l l y  s h o u l d  be 

b i l l e d  a s  a temporary monthly s u r c h a r g e .  

5 .  The temporary s u r c h a r g e  s h o u l d  be a e p a r a t t l y  

i d e n t i f i a b l e  o n  each  c u s t o m e r ' s  m o n t h l y  bill. 

6.  The  temporary s u r c h a r g e  s h o u l d  c o n t i n u e  for n o  l o n g e r  

t h a n  12 m o n t h s  from t h e  date  of t h i s  Orde r .  

7. The collections of the temporary s u r c h a r g e  s h o u l d  be 

d e p o s i t e d  i n  a separate escrow a c c o u n t .  

8 .  The  temporary s u r c h a r g e  collected s h o u l d  be a c c o u n t e d  

f o r  i n  A c c o u n t  1 2 8 ,  O t h e r  Special  Funds .  

9. Spec i f i c  e n g i n e e r i n g  p l a n s  to  u s e  t h e  proceeds of t h e  

s u r c h a r g e  to  r e d u c e  e x c e s s i v e  l i n e  loss w i l l  be addressed i n  a 

s u b s e q u e n t  O r d e r .  

10 .  N o  e x p e n d i t u r e  s h o u l d  be made f rom t h e  f u n d s  placed i n  

e s c r o w  or A c c o u n t  1 2 8  u n t i l  a u t h o r i z e d  by t h e  Commission i n  a 

s u b s e q u e n t  O r d e r  . 
11. M a r t i n  s h o u l d  f i l e  m o n t h l y  r epor t s  o f  t h e  amount  of 

t h e  temporary s u r c h a r g e  b i l l e d ,  collected a n d  depos i t ed  i n  the 

s e p a r a t e  e n c r o w  a c c o u n t .  
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12. The t e m p o r a r y  s u r c h a r g e  b i l l i n g s  s h o u l d  be a c c o u n t e d  

for as C u s t o m e r  Advances  for  C o n s t r u c t i o n  i n  Account  2 5 2  a n d  n o t  

as a r e v e n u e  i t e m .  

1 3 .  M a r t i n  s h o u l d  f i l e  i ts  amended t a r i f f  w i t h i n  30 days 

of t h e  da te  of t h i s  O r d e r .  

I T  IS THEREFORE ORDERED that: 

1. M a r t i n  s h a l l  n o t  be required to place m o n i e s  collected 

from excessive l i n e  loss cost r e c o v e r y  i n  escrow. 

2 .  M a r t i n  s h a l l  be g r a n t e d  a d d i t i o n a l  r e v e n u e s  of Sl5,SOO 

o n  an a n n u a l  b a s i s .  

3. T h e  a d d i t i o n a l  r e v e n u e s  of $15 ,500  a n n u a l l y  shall be 

b i l l e d  a s  a temporary m o n t h l y  s u r c h a r g e .  

4 .  T h e  temporary s u r c h a r g e  s h a l l  be s epa ra t e ly  

i d e n t i f i a b l e  as a temporary surcharge o n  e a c h  c u s t o m e r ' s  b i l l .  

5 .  The t e m p o r a r y  s u r c h a r g e  s h a l l  c o n t i n u e  for n o  l o n g e r  

t h a n  12 m o n t h s  from t h e  d a t e  of t h i s  O r d e r .  

6 .  C o l l e c t i o n s  of the t emporary  surcharge s h a l l  be 

depos i t ed  i n  a separate escrow a c c o u n t .  

7. C o l l e c t i o n s  of t h e  temporary  S u r c h a r g e  s h a l l  be 

a c c o u n t e d  for i n  A c c o u n t  1 2 8 ,  O t h e r  Special  Funds.  

8. N o  e x p e n d i t u r e s  shall be made f r o m  t h e  f u n d s  placed in 

escrow or A c c o u n t  128 u n t i l  a u t h o r i z e d  by t h e  Commission i n  a 

s u b s e q u e n t  O r d e r .  

9 .  The t e m p o r a r y  s u r c h a r g e  billed shall be a c c o u n t e d  for 

an Customer MVanCe8 for C o n n t r u c t i o n  i n  A c c o u n t  2 5 2  and not  as  a 

r e v e n u e  i t e m .  
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10. Martin shall file monthly reports of the amount of the  

temporary surcharge billed, c o l l e c t e d  and deposited i n  the 

separate escrow account. 

11. All aspects  of the Commission's O r d e r  of December 2 0 ,  

1 9 8 5 ,  n o t  specifically amended, remain i n  full force and effect .  

12. Martin shall f i l e  its amended t a r i f f  within 3 0  days of 

t h e  date of this O r d e r .  

Done a t  F r a n k f o r t ,  Kentucky,  this 32st day of January, 1986. 

PUBLIC SERVICE COMMISSION 

ATTEST: 

Secretary 



APPENDIX A 

APPENDIX TO AN ORDER OF THE K E N T U C K Y  PUBLIC S E R V I C E  

COMMISSION IN CASE NO. 9291 M T E D  

January 31, 1986 

The f o l l o w i n g  rates and charges are p r e s c r i b e d  for t h e  

customers served by Mart in  Gas, I n c .  All other  rate8 and charges 

n o t  specifically mentioned herein s h a l l  remain t h e  same a s  those 

i n  effect under a u t h o r i t y  of this Commission prior to the 

effective date of t h i s  Order. 

The following temporary surcharge is i n  a d d i t i o n  to the 

current month ly  r a t e s  and c h a r g e s  a s  o n  f i l e  w i t h  t h e  Kentucky 

P u b l i c  Service Commission and is t o  be in e f f e c t  for a p e r i o d  of 

no longer than twelve months f r o m  the date of this Order. Tho 

temporary surcharge is to be set out a s  a s e p a r a t e  i t e m  on all 

b i l l s .  

RATES: Monthly 

Temporary Surcharge $3.12 per month 


